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EF–304.4 
 
 
Condition:  
The Beneficiary did not install products funded by the Schools & Libraries program more than one 
year after receipt. 
Internal Connections FRNs: 
 In Funding Year 2007, the Beneficiary received S&L funding for FRN 1614789 to purchase a 

Cisco 3560G 48 Port switch for Ford Elementary School that was received on February 1, 
2008 which had not been installed as of April 3, 2009. 

 In Funding Year 2007, the Beneficiary received S&L funding for FRN 1614427 to purchase a 
Cisco 3560G 48 Port switch and a APC Smart UPS 1500 for Hood Elementary School that 
was received on February 1, 2008 which had not been installed as of April 3, 2009. 

Internal Connections/Basic Maintenance FRNs: 
 During our site visits at LVTI MW, relative to FRN# 1323754, we noted that a Cisco Catalyst 

2950 switch was uninstalled and not in use. 
 
The uninstalled items were not being utilized for educational purposes. 
 
 
Issue: E-Rate Products and Services – Equipment Not Used 
 
There was a significant delay between the installation of IP-Telephony equipment by the vendor 
and Wireless Network equipment by the same vendor, but after some building wiring had been 
done.  The equipment in question was intended to be installed when the wireless equipment was 
finished, but because of an oversight, it was not.  As soon as we discovered that the equipment 
was not installed, we had the vendor install and configure it, and it is all set up now.  The invoice 
date for the equipment in question is February 28, 2008, and the invoice date for the installation is 
5/27/08.  We have heard that generally 1 year is considered to be a reasonable timeframe for 
equipment to be installed, and we feel that between May 27, 2008 and April 3, 2009 is within that 
period. 
 
This occurred at both the Hood School and the Ford School.  
 
The Catalyst 2950 at LVTI MW was not purchased from FRN 1323754, it was an existing piece 
of equipment that was in service at the time of the FRN 1323754 Basic Maintenance contract but 
has since been replaced by new equipment, but was kept in the MDF to keep our inventory of E-
Rate equipment in place.  The 2950 is a non-Power-Over-Ethernet switch that was replaced in 
August 2008 by a Catalyst 3560 POE Cisco switch (CBE Invoice S_INV5001568).  I described 
this to the KPMG auditor during the site visits.  The Basic Maintenance FRN 1323754 in 
question was for funding year 2005.  Your site visit was in April 2009.   
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Federal C(mmunicati(ns C(mmissi(n
Washingt(n, D.C. 20554

January 16, 2009
DA 09-86

Mr. Sc(tt Barash
Acting Chief Executive Officer
Universal Service Administrative C(mpany
2000 L Street, N.W.
Suite 200
Washingt(n, DC  20036

Re: Sch((ls and Libraries Pr(gram, WC D(cket N(. 02-6
“Table C” rec(very issues

Dear Mr. Barash:

This letter resp(nds t( the (utstanding p(licy issues regarding rec(very (f funds in the sch((ls and 
libraries universal service pr(gram, als( kn(wn as the E-rate pr(gram, (n which USAC has s(ught f(rmal 
guidance.  On March 8, 2006, USAC submitted a mem(randum pr(p(sing acti(n regarding sch((ls and 
libraries c(mmitment adXustments and funds rec(veries.  In that mem(randum, USAC submitted lists (f 
rec(very situati(ns in a table f(rmat:  Tables A, B, and C.1 Table C c(ntained scenari(s that were n(t 
specifically addressed in the Sch$$ls and Libraries Fifth Rep$rt and Order, and USAC had pr(p(sed t( 
seek rec(very f(r the vi(lati(ns listed in Table C.  

Th(se Table C scenari(s are (utlined in the attached chart.  The chart pr(vides (ur guidance as t( when 
rec(very sh(uld (ccur.  Generally, we agree with USAC’s rec(mmendati(ns t( pr(cess rec(veries f(r the 
scenari(s listed.  H(wever, in certain instances we believe that rec(very might n(t be appr(priate f(r 
particular factual situati(ns, as explained in detail bel(w and as n(ted (n the chart.  

Children’s Internet Pr(tecti(n Act (CIPA) Vi(lati(ns:  USAC rec(mmended c(mplete rec(very in every 
instance in which the applicant did n(t c(mply with all CIPA requirements, which require a sch((l (r 
library t( certify that it is enf(rcing a p(licy (f Internet safety that includes measures t( bl(ck (r filter 
Internet access f(r min(rs and adults t( certain visual depicti(ns.2 We n(te, h(wever, that, in certain 
instances, alth(ugh the applicant may n(t have been in technical c(mpliance, there was substantial 
c(mpliance with the spirit (f the CIPA requirements.  F(r example, an audit f(und that Little R(ck 
Sch((l District (Little R(ck) was n(t in c(mpliance with the CIPA requirement t( have in place an 

  
1 Table A c(ntained scenari(s that were specifically addressed in the Sch$$ls and Libraries Fifth Rep$rt and Order

and in which there was a specific reference in the Sch$$ls and Libraries F$urth Rep$rt and Order as t( the party 
fr(m wh(m rec(very sh(uld be directed.  Table B c(ntained scenari(s that were specifically addressed in the 
Sch$$ls and Libraries Fifth Rep$rt and Order, but did n(t have a specific reference in the Sch$$ls and Libraries 

F$urth Rep$rt and Order as t( the party fr(m wh(m rec(very sh(uld be directed.  See Sch$$ls and Libraries 

Universal Service Supp$rt Mechanism, CC D(cket N(. 02-6, Fifth Rep(rt and Order and Order, 19 FCC Rcd 15808, 
(2004) (Sch$$ls and Libraries Fifth Rep$rt and Order); Federal-State J$int B$ard $n Universal Service, CC D(cket 
N(s. 96-45, 97-21, 02-6, Order (n Rec(nsiderati(n and F(urth Rep(rt and Order, 19 FCC Rcd 15252 (2004) 
(Sch$$ls and Libraries F$urth Rep$rt and Order).  
2

See 47 C.F.R. §54.520.
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Internet safety p(licy that addressed measures designed t( restrict min(rs’ access t( harmful materials.  
Alth(ugh Little R(ck’s Internet safety p(licy did n(t address this p(int, Little R(ck did have in place an 
Internet filter that restricted min(rs’ access t( harmful materials.  In this case, rec(very is n(t warranted.

Services Delivered t( an Entity N(t Listed (n the FCC F(rm 471:  USAC rec(mmended c(mplete 
rec(very in every instance in which services were delivered t( an entity that was n(t listed in the 
applicant’s FCC F(rm 471.  Pursuant t( the C(mmissi(n’s directi(n in its Bish$p Perry Order, h(wever, 
USAC has all(wed applicants t( m(dify their FCC F(rms 471 f(r clerical and ministerial err(rs.3  
Acc(rdingly, an applicant first must be given an (pp(rtunity t( sh(w that the (missi(n (f such entity 
fr(m the FCC F(rm 471 was a ministerial (r clerical err(r.  If such entity w(uld (therwise be eligible, 
then rec(very is n(t warranted. 

N( Signed C(ntract (2004 and Bey(nd); N( Legally Binding Agreement (2003 and Bef(re):  Starting in 
2004, USAC denied the validity (f c(ntracts unless they were signed and dated by b(th parties.  USAC 
als( began t( distinguish between c(ntracts and legally binding agreements.  USAC based its acti(ns (n 
language in the Sch$$ls and Libraries Fifth Rep$rt and Order, which states that, f(r rec(rdkeeping 
purp(ses, applicants and service pr(viders sh(uld keep “executed c(ntracts, signed and dated by b(th 
parties.”4 C(nsistent with the C(mmissi(n’s directi(n, c(ntract guidance inf(rmati(n p(sted (n USAC’s 
website n( l(nger requires a c(ntract t( be signed and dated by b(th parties.5 Thus, USAC sh(uld n(t 
rec(ver funding if there was a binding agreement that was legal under state law.  

Equipment N(t Utilized: USAC rec(mmended rec(very in every instance in which equipment was n(t 
utilized:  f(r example, the equipment was installed but n(t c(nnected t( any c(mputers, (r s(me 
equipment was still in its (riginal packaging and had n(t been installed.  There c(uld be situati(ns that 
w(uld Xustify a decisi(n t( n(t rec(ver funds.  F(r example, in (ne (f the audits, Br(wnsville Independent 
Sch((l District delayed installati(n (f all equipment due t( human res(urce limitati(ns, but anticipated 
that very sh(rtly all (f the equipment w(uld be installed.  In this instance, if the equipment was 
subsequently installed, rec(very w(uld n(t be warranted.  

  
3

See Request f$r Review $f the Decisi$n $f the Universal Service Administrat$r by Bish$p Perry Middle Sch$$l, et 

al., Sch$$ls and Libraries Universal Service Supp$rt Mechanism, CC D(cket N(. 02-6, Order, 21 FCC Rcd 5316 
(2006) (Bish$p Perry Order).
4

Sch$$ls and Libraries Fifth Rep$rt and Order, 19 FCC Rcd at 15824, para. 48.
5

See USAC website, C(ntract Guidance, http://www.usac.(rg/sl/applicants/step04/c(ntract-guidance.aspx (retrieved 
Jan. 16, 2009); Requests f$r Waiver $f the Decisi$n $f the Universal Service Administrat$r by Adams C$unty Sch$$l 

District 14, et al., Sch$$ls and Libraries Universal Service Supp$rt Mechanism, CC D(cket N(. 02-6, Order, 22 
FCC Rcd 6019 (2007) (the C(mmissi(n granted waivers (f rule secti(n 54.504(c) where the petiti(ners had legally 
binding agreements in place f(r the relevant funding years, but missed the deadline f(r pr(viding evidence (f a 
signed c(ntract).
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This letter addresses all (f the (utstanding issues (n which USAC has s(ught f(rmal guidance fr(m the 
C(mmissi(n.  Please let me kn(w if y(u have any questi(ns.  

Sincerely,

Dana R. Shaffer
Chief
Wireline C(mpetiti(n Bureau
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Table C P/licy Issues

Issue Relevant Rule Guidance

1.  Techn(l(gy Plan Deficiency – applicant’s 
techn(l(gy plan did n(t have all five criteria.

54.508(a), stating the required elements (f a 
techn(l(gy plan.

Rec(ver.

2.  CIPA certificati(n vi(lati(ns – applicant did 
n(t c(mply with all CIPA requirements.

54.520(c)(1), stating the certificati(ns 
required by 47 CFR § 254(h) and (l).

Rec(ver generally; h(wever, certain situati(ns 
may n(t warrant rec(very. See letter.

3.  Services delivered t( an entity that was n(t 
appr(ved t( receive the service (n FCC F(rm 
471 f(r the Funding Request Number (FRN).

4th R & O, 19 FCC Rcd 15252, ¶15, stating 
that the service pr(vider is likely t( be the 
resp(nsible party if it delivers services that 
were n(t appr(ved f(r funding under the 
F(rm 471.

USAC sh(uld determine if the entity sh(uld 
have been listed (n the FCC F(rm 471 and, if 
s(, all(w the applicant t( amend the FCC 
F(rm 471.  See letter.  Otherwise rec(ver.

4.  Service pr(vided (r equipment installed at an 
ineligible entity (r used f(r an ineligible purp(se.

54.501(b), (c), (d), stating the requirements 
f(r eligible entities.  54.505, stating h(w t( 
determine the disc(unt f(r an entity.  
54.507(g) stating the rules (f pri(rity.
4th R & O, 19 FCC Rcd 15252, ¶15, stating 
that the service pr(vider is likely t( be the 
resp(nsible party if it delivers services that 
were n(t appr(ved f(r funding under the 
F(rm 471.

Rec(ver.

5.  Equipment transferred pri(r t( 3 years after 
purchase (r pri(r t( cl(sure (f entity.

54.513(c), pr(hibiting the transfer (f 
equipment f(r 3 years, with certain 
excepti(ns.

Rec(ver.

6.  N( signed c(ntract (2004 and bey(nd). N( 
legally binding agreement (2003 and bef(re).

5th R & O, 19 FCC Rcd 15808, ¶ 48, stating 
that f(r rec(rdkeeping purp(ses, applicants 
and service pr(viders sh(uld keep 
“executed c(ntracts, signed and dated by 
b(th parties.”

D( n(t rec(ver if there was a binding 
agreement that was legal under state law. See

letter.



5

Issue Relevant Rule Guidance

7.  N(n-telec(mmunicati(ns carrier pr(vided 
telec(mmunicati(ns services.

54.501(a), stating that (nly telec(m carriers 
may receive E-rate supp(rt f(r pr(viding 
telec(m services.

Rec(ver.

8.  Failure t( bill f(r the n(n-disc(unted p(rti(n. 54.523, requiring applicants t( pay their 
share.

Rec(ver.

9.  Funding disbursed pri(rity tw( services bel(w 
the funding thresh(ld.  This (ccurs when USAC 
funds pri(rity (ne services that are actually 
pri(rity tw( services because the entity has 
impr(perly categ(rized them and the entity's 
disc(unt level is bel(w the fundable pri(rity tw( 
thresh(ld f(r that funding year.

54.507(g), stating the rules (f pri(rity. Rec(ver.

10.  Free services n(t deducted fr(m the t(tal pre-
disc(unted c(st (f services and thus used t( 
pr(vide ineligible items (r t( pr(vide a greater 
disc(unt rate than that t( which the applicant is 
entitled.

54.523, requiring applicants t( pay their 
share, pr(hibiting the pr(visi(n (f rebates, 
defining rebates t( include free services (r 
pr(ducts.

Rec(ver.

11.  Equipment n(t utilized (equipment has been 
installed but n( c(mputers are c(nnected, (r that 
s(me equipment is still in its (riginal packaging 
and has n(t been installed).

54.507(d), setting f(rth the implementati(n 
deadline f(r n(n-recurring services.
54.504(b), 54.504(b)(2)(ii), requiring 
applicants t( use services and equipment 
(nly f(r educati(nal purp(ses.

Rec(very depends (n the individual situati(n.
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Issue Relevant Rule Guidance

12.  C(uld n(t l(cate equipment. 54.504(b), 54.504(b)(2)(ii), requiring 
applicants t( use services and equipment 
(nly f(r educati(nal purp(ses.
54.516(a), requiring applicants t( maintain 
asset and invent(ry rec(rds (f equipment 
purchased as c(mp(nents (f supp(rted 
internal c(nnecti(ns services sufficient t( 
verify the actual l(cati(n (f such equipment 
f(r 5 years.

Rec(ver.
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